Minerals Management Service, Interior
DELEGATION PROCESS

§227.106 What statutory requirements
must a State meet to receive a dele-
gation?

The MMS Director will decide wheth-
er to approve your delegation request
and will ask the Secretary of the Inte-
rior to concur in the decision. That de-
cision is solely within the MMS Direc-
tor’s and the Secretary’s discretion.
The MMS Director’s decision, which
the Secretary concurs in, is the final
decision for the Department of the In-
terior. The MMS Director may approve
a State’s request for delegation only if,
based upon the State’s delegation pro-
posal and the hearing record, the MMS
Director finds that:

(@) It is likely that the State will
provide adequate resources to achieve
the purposes of the Act;

(b) The State has demonstrated that
it will effectively and faithfully admin-
ister the MMS regulations under the
Act in accordance with subsections (c)
and (d) of section 205 of the Act;

(c) Such delegation will not create an
unreasonable burden on any lessee;

(d) The State agrees to adopt stand-
ardized reporting procedures MMS pre-
scribes for royalty and production ac-
counting purposes, unless the State
and all affected parties (including
MMS) otherwise agree;

(e) The State agrees to follow and ad-
here to regulations and guidelines
MMS issues under the mineral leasing
laws regarding valuation of production;
and

(f) Where necessary for a State to
carry out and enforce a delegated ac-
tivity, the State agrees to enact such
laws and promulgate such regulations
as are consistent with relevant Federal
laws and regulations.

§227.107 When will the MMS Director
decide whether to approve a State’s
delegation proposal?

The MMS Director will decide wheth-
er to approve your delegation proposal
within 90 days after your delegation
proposal is considered complete under
§227.104. MMS may extend the 90-day
period with your written consent.

§227.110

§227.108 How will MMS notify a State
of its decision?

MMS will notify you in writing of its
decision on your delegation proposal. If
MMS approves your delegation pro-
posal, then MMS will hold discussions
with you to develop a delegation agree-
ment detailing the functions that you
will perform, the standards and re-
quirements you must comply with to
perform those functions, and any re-
quired transition period.

§227.109 What if the MMS Director de-
nies a State’s delegation proposal?
If the MMS Director denies your del-
egation proposal, MMS will state the
reasons for denial. MMS also will in-
form you in writing of the conditions
you must meet to receive approval.
You may submit a new delegation pro-
posal at any time following a denial.

§227.110 When and for how long are
delegation agreements effective?

(a) Delegation agreements are effec-
tive for 3 years from the date the MMS
Director signs the delegation agree-
ment. However, during the develop-
ment of the State’s delegation proposal
under §227.108 of this part, MMS, the
delegated State, and any other affected
person will determine an appropriate
transition period for lessees and their
designees to modify their systems to
comply with any new requirements
under a delegation agreement. MMS
will publish notice of the effective date
of a State’s delegation agreement in
the FEDERAL REGISTER and that notice
will inform lessees and their designees
of any transition period. MMS also will
post the proposals on the MMS Website
at www.mms.gov, and upon request,
will send a copy of the delegation pro-
posals to trade associations to dis-
tribute to their members.

(b) You may ask MMS to renew the
delegation for an additional 3 years no
less than 6 months before your 3-year
delegation agreement expires. You
must submit your renewal request to
the MMS Associate Director for Min-
erals Revenue Management as follows:

(1) If you do not want to change the
terms of your delegation agreement for
the renewal period, you need only ask
to extend your existing agreement for
the 3-year renewal period. MMS will
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§227.111

not schedule a hearing unless you re-
quest one;

(2) If you want to change the terms of
your delegation agreement for the re-
newal period, you must submit a new
delegation proposal under this part.

(c) The MMS Director may approve
your renewal request only if MMS de-
termines that you are meeting the re-
quirements of the applicable standards
and regulations. If the MMS Director
denies your renewal request, MMS will
state the reasons for denial. MMS also
will inform you in writing of the condi-
tions you must meet to receive ap-
proval. You may submit a new renewal
request any time after denial.

(d) After the 3-year renewal period
for your delegation agreement ends, if
you wish to continue performing one or
more delegated functions, you must re-
quest a new delegation agreement from
MMS under this part. MMS will sched-
ule a hearing on your request, if MMS
determines a hearing is appropriate. As
part of the decision whether to approve
your request for a new delegation, the
MMS Director will consider whether
you are meeting the requirements of
the applicable standards and regula-
tions under your existing delegation
agreement.

(e) If you do not request a hearing
under paragraphs (b)(1) or (d) of this
section, any other affected person may
submit a written request for a hearing
under those paragraphs to the MMS
Associate Director for Minerals Rev-
enue Management.

[62 FR 43084, Aug. 12, 1997, as amended at 67
FR 19112, Apr. 18, 2002]

EXISTING DELEGATIONS

§227.111 Do existing delegation agree-
ments remain in effect?

This section explains your options if
you have a delegation agreement in ef-
fect on the effective date of this regu-
lation.

(a) If you do not want to perform any
royalty management functions in addi-
tion to those authorized under your ex-
isting agreement, you may continue
your existing agreement until its expi-
ration date. Before the agreement ex-
pires, if you wish to continue to per-
form one or more of the delegated func-
tions you performed under the expired
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agreement, you must request a new
delegation agreement meeting the re-
quirements of this part and the appli-
cable standards.

(b) If you want to perform royalty
management functions in addition to
those authorized under your existing
agreement, you must request a new
delegation agreement under this part.

(c) MMS may extend any delegation
agreement in effect on the effective
date of this regulation for up to 3 years
beyond the date it is due to expire.

COMPENSATION

§227.112 What compensation will a
State receive to perform delegated
functions?

You will receive compensation for
your costs to perform each delegated
function subject to the following condi-
tions:

(a) Compensation for costs is subject
to Congressional appropriations;

(b) Compensation may not exceed the
reasonably anticipated expenditures
that MMS would incur to perform the
same function;

(c) The cost for which you request
compensation must be directly related
to your performance of a delegated
function and necessary for your per-
formance of that delegated function;

(d) At a minimum, you must provide
vouchers detailing your expenditures
quarterly during the fiscal year. How-
ever, you may agree to provide vouch-
ers on a monthly basis in your delega-
tion agreement;

() You must maintain adequate
books and records to support your
vouchers;

(f) MMS will pay you quarterly or
monthly during the fiscal year as stat-
ed in your delegation agreement; and

(9) MMS may withhold compensation
to you for your failure to properly per-
form any delegated function as pro-
vided in section 227.801 of this part.

STATES’ RESPONSIBILITIES TO PERFORM
DELEGATED FUNCTIONS

§227.200 What are a State’s general re-
sponsibilities if it accepts a delega-
tion?

For each delegated function you per-
form, you must:
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